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1GENERAL ACCOUNTING OFFICE
The results of the GAO's audit of the Federal Savings and Loan Insurance Corporation's
(FSLIC) 1987 financial statements were discussed in testimony presented to the 
Senate Banking, Housing and Urban Affairs Committee 5/19/88 by Frederick D. Wolf, 
director of the Accounting and Financial Management Division of the GAO. Mr. Wolf 
noted during his testimony that the GAO's report on the audit would be issued 
"shortly," but that a copy of the GAO's opinion and a summary of the FSLIC’s 
financial statements are included as attachments to his testimony. A copy of Mr. 
Wolf's statement, GAO/T-AFMD-88-12, is available from the GAO by calling 202/275- 
6241.
"401(k) Plans Incidence. Provisions, and Benefits." is the subject of a GAO report
recently released. The report is on the employer-sponsored retirement savings 
plans provided for under I.R.C. section 401(k), formally known as cash or deferred 
arrangements (CODAS). Information on four issues is provided in the report: 1) 
the incidence of 401(k) plans and their relationship to other types of retirement 
plans; 2) the variation in plan provisions and experiences across firms, and the 
relationship between firm characteristics, especially size, and plan provisions 
and experiences; 3) the extent to which plans benefit employees at various salary 
levels; and 4) the anticipated effects of the Tax Reform Act of 1986 on 401(k) 
plans. Copies of the report, GAO/PEMD-88-15BR, may be obtained by writing the GAO 
at P.O . Box 6015, Gaithersburg, MD 20877 or by calling the GAO at 202/275-6241.
LABOR, DEPARTMENT OF
The Advisory Council on Employee Welfare and Pension Benefit Plans has scheduled a
meeting for 6/13/88 (see the 5/13/88 Fed. Reg., p. 17126). Topics listed on the 
agenda include the following: Issues relating to the Workforce 200 Report; Status 
report of the Portability & Preservation of Pension Work Group; Status report of 
the Reporting & Disclosure Work Group; Status report of the Access to Health Work 
Group; and Status report of the Retiree Health Work Group. The meeting is 
scheduled to begin at 9:30 a.m. in Room S-4125C, U.S. Department of Labor 
Building, Third and Constitution Ave., N.W., Washington, D.C. Public comment is 
also invited on "any aspect" of the administration of the Employee Retirement 
Income Security Act of 1974. Public comments must be submitted by 6/8/88 to 
William E. Morrow, Deputy Executive Secretary, ERISA Advisory Council, U.S. 
Department of Labor, Room N-5677, 200 Constitution Ave., N.W., Washington, D.C. 
20210.
SECURITIES AND EXCHANGE COMMISSION
The Public Oversight Board (POB) of the AICPA will meet with the SEC to discuss
oversight of accounting firms which practice before the SEC, in an open meeting to 
be held on Wednesday, 5/25/88, at 9:30 a.m., the Commission has announced. Topics 
of discussion are expected to include POB and Commission oversight of the peer 
review and special investigations processes and developments in the profession's 
quality control program since the last joint meeting which was held in July 1986. 
For further information please contact Mike Kigin at the SEC at 202/272-2165 or 
Bob Burns at 202/272-2130.
Guidance on how mutual funds should calculate yield for purposes of the SEC's new
mutual fund advertising rules has been issued in an interpretative letter by the
staff of the SEC's Division of Investment Management. The staff states that "the 
characteristics of particular securities should be examined in light of the 
purposes of the yield formula to develop the appropriate accounting treatment." 
The staff letter addresses yield calculation both generally and in connection with
2tax-exempt obligations, asset-backed securities and equity securities. For 
example, according to the interpretative letter, the fund should begin accruing 
income on both debt and equity securities on the settlement date whether or not 
settlement actually occurs on that date. The staff also discusses the calculation 
of tax-equivalent yield and total return. Guidance is also provided in the 
preparation of the registration statement and sales literature under the 1940 
Investment Company Act. The questions and interpretative answers should be read 
in conjunction with the rules, and rule and form amendments adopted by the SEC in 
Investment Company Act Release No. 16245, notes the staff. According to the 
staff, the effective date of the portion of these rules, and rule and form 
amendments, relating to the calculation of yield was delayed from 5/1/88 to 
7/1/88. For further information on the SEC interpretative letter contact Dorothy 
M. Donohue at the SEC at 202/272-2107.
SMALL BUSINESS ADMINISTRATION
Lawrence S. Nannis, CPA, has been named the 1988 National Small Business Accountant
Advocate of the Year. He was selected from a nation-wide field of state winners. 
Mr. Nannis is an officer and shareholder with Levine, Zeidman and Daitch, P.C. of 
Brookline, MA. He is a member of the Smaller Business Association of New England 
and serves on the Advisory Councils of the Massachusetts and Metro-Boston Small 
Business Development Centers. In addition, Mr. Nannis has served as the chairman 
of the Massachusetts Small Business Development Center Advisory Council since 
1983. He was also a participant in the 1986 Massachusetts state conference of the 
White House Conference on Small Business and attended the National White House 
Conference. Mr. Nannis has been member of the AICPA since 1972.
TREASURY, DEPARTMENT OF
Proposed and temporary regulations for individuals and entities claiming the foreign
tax credit have recently been issued by the IRS (see the 5/17/88 Fed. Reg. , pp. 
17472-73 and pp. 17461-65). The proposed regulations reflect changes made by the 
Tax Reform Act of 1986 which added the requirement that a foreign source loss 
first offset the taxpayer's foreign source income on a proportionate basis before 
the loss offsets the taxpayer's U.S. source income. The temporary regulations 
provide transition rules for the treatment of overall foreign losses incurred by a 
taxpayer in taxable years beginning before 1/1/87 that are recaptured in taxable 
years beginning after 12/31/86. Additionally, the transition rules are provided
for an overall foreign loss that is part of a net operating loss incurred in a
pre-effective date year which is carried forward to a post-effective date year and 
for an overall foreign loss that is part of a net operating loss incurred in a
post-effective date year which is carried back to a pre-effective date year. The
regulations are effective for taxable years beginning after 12/31/86. Written 
comments and requests for a public hearing are sought by 7/18/88 and should be 
sent to the Commissioner of Internal Revenue, Attn: CC:LR:T (INTL-932-86), 
Washington, D.C. 20224. If further information is needed after reviewing the 
regulations, contact Willard W. Yates at the IRS at 202/566-3896.
A "safe harbor" method for deducting business expenses incurred by artists, authors.
photographers and others in the production of creative properties has recently
been granted by the IRS in Notice 88-62. The safe harbor only applies where the 
personal efforts of the individual are mainly responsible for the creation of a 
work of art such as films, sound recordings, video tapes, books, photographs, 
plays, musical, graphic and pictorial compositions, paintings, sculptures and 
other fine art pieces, the IRS said. If taxpayers choose this method, they will 
spread the deductions of all operating expenses over three years, according to the 
IRS. Using this method, they will take 50 percent of the costs as a deduction in
3the first year and 25-percent in each of the second and third years. According to 
the Service, in some cases the safe harbor is available for 1987. If eligible 
taxpayers have already filed a Federal income tax return for 1987, they may take 
advantage of this safe harbor method by filing an amended return. Notice 88-62 is 
scheduled to be published in Internal Revenue Bulletin 1988-22, dated 5/31/88.
THE WHITE HOUSE
"The small business news continues to be good news." President Reagan said in
transmitting to Congress the 1988 "State of Small Business: A Report of the
President." He urged the Congress to "listen to the small business owners who 
have increased overall employment so dramatically, who have produced a 
disproportionate share of innovations, and who make our economy different from, 
and more lively than, that of other nations." President Reagan cautioned the 
Congress that "it cannot be presumed that this national resource--small business-- 
can continue to flourish as it has in the past if it is overly burdened with 
mandates and obligations or with excessive taxation and regulation." Highlights 
from the 1988 Report include the following: 1) Employment in small business-
dominated industries increased by 3.5 percent, compared to a 2.7 percent increase 
in employment in large business-dominated industries; 2) Small business created 
about 63 percent of the 10.5 million new jobs between 1980 and 1986, while 
businesses with fewer than 20 employees created 38.7 percent of these jobs; 3) 
More than half of the overall job growth between 1980 and 1986 was in service 
industries; 4) Business failures were down 0.6 percent in 1987, after increasing 
7.9 percent in 1986; business bankruptcies increased slightly, 1.1 percent, after 
increasing by 12.8 percent in 1986; 5) Small business income, as reflected in sole 
proprietorships and partnerships, grew at an annual rate of 11 percent during the 
first nine months, compared to 12.8 percent for 1986; and 6) Women’s business 
ownership continued to expand more rapidly than ownership by men. Copies of the 
1988 State of Small Business Report, stock number 045-000-00249-7, are available 
at a cost of $7.00 from the Government Printing Office by calling 202/783-3238.
For further information contact Shirley Twillman at 202/737-6600.
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